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Mark schemes

1.

C

Explanation

For defining investment, for example, that which is spent on capital equipment which can
be used to create output and / or improve efficiency.

Investment and its linkage with aggregate demand

Investment as an injection into the circular flow

Investment and human capital

Overseas investment, such as FDI, portfolio investment or investment by multinational
companies.

Examples of investment.

Use of technical terms, e.g. gross / net investment; private / social capital; physical /
financial capital.

For use of a relevant diagram, e.qg. circular flow

Analysis of benefit

Overseas investment spearheading trade links boosting the export sector. Overseas
investment can spearhead trade links thus helping to boost the UK export sector. This in
turn can be the growth inducing factor for the economy, especially by generating an export
multiplier leading to an economic stimulus of the sector.

Stronger international linkages benefiting the balance of payments on current account.

The potential benefits to domestic employment.

Profit, interest, dividends (PID) from overseas investment and uses to which these might
be put.

Any other valid analysis.

Use of appropriate diagrams, e.g. AD / AS.

References to the UK economy in the analysis.

[1]

[9]
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Relevant issues include:

. definitions/explanations: output, output gap, positive output gap, economic cycle
. linking positive output gaps to booms
. reasons which may have caused an economy to end up in a positive output gap
. linking positive output gaps to real output growing faster than productive potential
. if the output gap is persistent it will eventually lead the economy to overheat
. explaining the problems which may be caused by positive output gaps such as:

° demand-pull inflation as too much money is chasing too few goods

° cost-push inflation due to labour shortages

° wage-price spirals

° rising imports as consumption is rising and possible leakages rise

° falling exports if inflationary pressure occurs

° an increase in the current account deficit

° unsustainable asset price rises

° potential effects on the exchange rate
. linking the ‘problems’ of the economy having a large positive output gap to the causes such

as low productivity growth.

The use of relevant diagrams to support the analysis should be taken into account when
assessing the quality of the student’s response to the question.
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Level of |Response Max
response 15 marks
A good response provides an answer that:
» iswell organised and develops a selection of the key issues that are
relevant to the question
» shows sound knowledge and understanding of economic terminology, 11-15
3 concepts and principles with few, if any, errors marks
* includes good application of relevant economic principles to the given
context and, where appropriate, good use of data to support the
response
* includes well-focused analysis with clear, logical chains of reasoning.
A reasonable response provides an answer that:
» focuses on issues that are relevant to the question
» shows satisfactory knowledge and understanding of economic
terminology, concepts and principles but some weaknesses may be
5 present 6-10
* includes reasonable application of relevant economic principles to the marks
given context and, where appropriate, some use of data to support the
response
» includes some reasonable analysis but which might not be adequately
developed or becomes confused in places.
A weak response provides an answer that:
* has identified one or more relevant issues
* has some limited knowledge and understanding of economic
1 terminology, concepts and principles but some errors are likely 1-5
* has very limited application of relevant economic principles to the given marks
context and/or data to the question
* might have some limited analysis but it may lack focus and/or become
confused.
[15]
Explanation:

For a relevant explanation of circular flow: eg A model which demonstrates the flow of
money between households and firms and going on to explain the role of
injections/leakages or linking the circular flow to measures of national income/output

lexpenditure.

For a diagram of the circular flow
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Analysis:

For Example: Increased growth in the US could lead to rising disposable income of US
citizens who may increase their spending this may be on UK’s goods or services which
would lead to increased export earnings for the UK which would increase the output of UK
firms and therefore AD of which exports are a component which therefore increases the
national income of the UK.

Use of appropriate diagrams, eg a diagram showing increased AD on an AD/AS diagram or
increased FDI from overseas increasing both AD and AS

Reference to the UK or other economies.

(9]

[1]
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Level of
response

Response

Max
25 marks

5

Sound, focused analysis and well-supported
evaluation that:

is well organised, showing sound knowledge and
understanding of economic terminology, concepts
and principles with few, if any, errors

includes good application of relevant economic
principles and, where appropriate, good use of
data to support the response

includes well-focused analysis with clear, logical
chains of reasoning

includes supported evaluation throughout the
response and in a final conclusion.

21-25 marks

Sound, focused analysis and some supported
evaluation that:

is well organised, showing sound knowledge and
understanding of economic terminology, concepts
and principles with few, if any, errors

includes good application of relevant economic
principles and, where appropriate, some good use
of data to support the response

includes some well-focused analysis with clear,
logical chains of reasoning

includes some reasonable, supported evaluation.

16-20 marks

Some reasonable analysis but generally
unsupported evaluation that:

focuses on issues that are relevant to the question,
showing satisfactory knowledge and understanding
of economic terminology, concepts and principles
but some weaknesses may be present

includes reasonable application of relevant
economic principles and, where appropriate, some
use of data to support the response

includes some reasonable analysis but which might
not be adequately developed or becomes confused
in places

includes fairly superficial evaluation; there is likely
to be some attempt to make relevant judgements
but these aren’t well-supported by arguments
and/or data.

11-15 marks
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2 A fairly weak response with some understanding 6-10
that: marks

¢ includes some limited knowledge and
understanding of economic terminology, concepts
and principles but some errors are likely

¢ includes some limited application of relevant
economic principles and/or data to the question

« includes some limited analysis but it may lack focus
and/or become confused

¢ includes some evaluation which is weak and
unsupported.

1 A very weak response that: 1-5

e includes little relevant knowledge and marks

understanding of economic terminology, concepts
and principles

e includes analysis which is, at best, very weak

* includes attempted evaluation which is weak and
unsupported.

10.

Relevant issues and areas for discussion include:

the stability of the Brazilian economy

political and social stability

the rule of law and corruption

whether the investment is likely to be profitable and whether it is secure
the nature of any capital controls

the infrastructure in Brazil

the skills and abilities of the workforce

financial and other support from the government

regulations on business

the tax regime; both corporate and individual taxes

availability of finance

the prospects for future growth of the Brazilian economy

the size of the Brazilian car market and the potential for future growth

access and proximity to businesses that can support the car industry, eg component

suppliers

potential for exporting cars from Brazil, eg access to other markets in the Americas

the prospects for the value of the Brazilian currency, the real, and its stability

[25]

[1]

[1]
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11.

Areas for discussion include:

. definitions/explanations: policies, trade surplus, economic growth

. explaining the trade surplus in terms of the value of exports and imports
. explaining how a trade surplus could add to aggregate demand (AD)

. linking net trade to injections to the circular flow

. linking net trade to the multiplier effect

. explaining policies which may be used to boost a trade surplus such as:

o supply-side policies (R+D, education, infrastructure)
o exchange rate manipulation

o protectionism

o expenditure-reducing policies (although this isn’t really the emphasis of the context)
o ending the trade war with Japan

. explaining the drawbacks of each method and limitations such as:
o supply-side policies (time lags/expense)
o exchange rate manipulation (misallocating resources)
o protectionism (retaliation)
o expenditure-reducing policies (damaging other macroeconomic objectives)
. explaining the effects of external shocks on trade
. explaining how global shocks, such as a pandemic, may lead to unavoidable disruption of
trade
. considering the effects of a trade surplus on output, employment and investment
. considering the capital and financial accounts and their potential impacts on the economy
. considering how long-run economic growth can be created by a trade surplus
. considering possible trade-offs with other macroeconomic goals
. considering the possible effects on exchange rates in the long run
. considering the extent to which South Korea can manipulate its trade outcomes in a

globalised world.

The use of relevant diagrams to support the analysis should be taken into account when
assessing the quality of the student’s response to the question.
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Level of | Response Max 25
response marks
Sound, focused analysis and well-supported evaluation that:
* is well organised, showing sound knowledge and understanding of
economic terminology, concepts and principles with few, if any, errors 21-25
5 » includes good application of relevant economic principles to the given marks
context and, where appropriate, good use of data to support the response
* includes well-focused analysis with clear, logical chains of reasoning
» includes supported evaluation throughout the response and in a final
conclusion.
Sound, focused analysis and some supported evaluation that:
» is well organised, showing sound knowledge and understanding of
economic terminology, concepts and principles with few, if any, errors 16-20
. . Lo marks
* includes some good application of relevant economic principles to the
4 given context and, where appropriate, some good use of data to support
the response
* includes some well-focused analysis with clear, logical chains of
reasoning
* includes some reasonable, supported evaluation.
Some reasonable analysis but generally unsupported evaluation that:
» focuses on issues that are relevant to the question, showing satisfactory
knowledge and understanding of economic terminology, concepts and 11-15
principles but some weaknesses may be present marks
* includes reasonable application of relevant economic principles to the
3 given context and, where appropriate, some use of data to support the
response
* includes some reasonable analysis but which might not be adequately
developed or becomes confused in places
* includes fairly superficial evaluation; there is likely to be some attempt to
make relevant judgements but these aren’t well-supported by
argumentsand/or data.
A fairly weak response with some understanding that:
* includes some limited knowledge and understanding of economic
terminology, concepts and principles but some errors are likely 6-10
5 * includes some limited application of relevant economic principles to the marks
given context and/or data to the question
e includes some limited analysis but it may lack focus and/or become
confused
* includes some evaluation which is weak and unsupported.
A very weak response that:
* includes little relevant knowledge and understanding of economic
1 terminology, concepts and principles 1-5
» includes application to the given context which is, at best, very weak marks
* includes attempted analysis which is weak and unsupported.
[25]
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